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MAY 16 

REFS: (A) GENEVA 3027, (B) STATE 52741 

1 . REF A REPORTS THAT EC HAS PROPOSED EXCHANGE RATE 
INSURANCE BE ADDED TO AGENDA OF WORKING PARTY. WASHINGTON 
NOW IS PRE.ARING CABLE FOR GENEVA AGREEING WITH MISSION 
(PARA. 3, REF A.) THAT EC RATIONALE IS WEAK AND PROVIDING 
CONTINGENCY INSTRUCTIONS. 

2. PENDING TRANSMITTAL OF THOSE INSTRUCTIONS. ACTION 
ADDRESSEES ARE REQUESTED TO CONTACT HOST GOVERNMENT 
OFFICIALS AT APPROPRIATE LEVEL TO PRESENT U.S. POINT 

OF VIEW. OUR OBJECTIVE IS TO PERSUADE THEM THAT EXCHANGE 
RISK INSURANCE IS OUTSIDE THE TERMS OF WORKING PARTY'S 
MANDATE, AND TO SO INSTRUCT THEIR DELS BEFORE MAY 16. 

ACTION ADDRESSEES SHOULD DRAW ON ARGUMENTATION CONTAINED 
PARA. 3 REF B. AND BELOW IN MAKING THIS APPROACH. 

3. (A) EXCHANGE RISK SC;EMES ARE GENERALLY DESIGNED 

TO PROTECT EXPORTERS FROM APPRECIATION OF HOME COUNTRY 
CURRENCY, ALTHOUGH FRENCH SYSTEM ALSO APPLIES TO 
IMPORTS DEEMED NECESSARY INPUTS FOR EXPORTS. THUS A SWISS 
EXPORTER WHOSE CONTRACT SPECIFIES PAYMENT IN ITALIAN 
LIRA IS PROTECTED AGAINST APPRECIATION OF THE SWISS 
FRANC; A FRENCH IMPORTER OF INPUTS FOR SUBSEQUENT 
EXPORTS WILL BE PROTECTED AGAINST DEPRECIATION 
OF THE FRENCH FRANC, FOR CONTRACTS DENOMINATED IN OTHER 
CURRENCIES. 
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BUT EXCHANGE RATES MOVE IN RESPONSE TO MANY VARIABLES, 
OF WHICH INFLATION IS ONLY ONE. 

IN ANY CASE, NO NECESSARY CORRELATION CAN BE DRAWN 
BETWEEN COST INFLATION FOR A PARTICULAR INDUSTRY AND 
THE DIRECTION OR SIZE OF EXCHANGE RATE MOVEMENTS. 

- OTHER THINGS BEING EQUAL, A GENERAL INFLATION RATE 
IN THE EXPORTING COUNTRY HIGHER THAN INFLATION RATES 
IN ITS MAIN TRADING PARTNERS WILL TEND TO LEAD TO A 
DEPRECIATION OF THE EXPORTING COUNTRY'S CURRENCY, NOT RPT 
NOT AN APPRECIATION. 

(B) THUS THERE IS NO VALIDITY TO THE ARGUMENT THAT EX- 
CHANGE RISK SCHEMES ARE DESIGNED TO MITIGATE THE EFFECTS 
OF COST INFLATION. THEY CONSEQUENTLY FALL OUTSIDE 
THE WP S FRAME OF REFERENCE. WHICH IS CONFINED TO T;OSE 
PROGRAMS WHICH QTE ATTENUATE OR COMPENSATE FOR EFFECTS 
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OF COST INFLATION. UNQTE. CHRISTOPHER 


LIMITED OFFICIAL USE 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: INFLATION, MEETING AGENDA, COMMITTEE MEETINGS, EXPORT INSURANCE 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 13-May-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977STATE109189 

Document Source: CORE 

Document Unique ID: 00 

Drafter: EBARBER:JVM 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Expiration: 

Film Number: D7701 70-0996 
Format: TEL 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770560/aaaabzcf.tel 

Line Count: 117 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 18a9a494-c288-dd11-92da-001cc4696bcc 
Office: ORIGIN TRSE 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: LIMITED OFFICIAL USE 
Previous Handling Restrictions: n/a 
Reference: 77 GENEVA 3027, 77 STATE 52741 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 22-Dec-2004 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2530169 
Secure: OPEN 
Status: NATIVE 

Subject: GATT WORKING PARTY ON EXPORT INFLATION INSURANCE, MAY 1 6 

TAGS: ETRD, US, GATT 

To: BERN OTTAWA MULTIPLE 

Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/18a9a494-c288-dd1 1-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



